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Texas medical organizations 
win case; designation of 
PSRO areas ruled unlawful 
The designated PSRO areas i n Texas 
have been r u l e d unlawf^ol and i n v a l i d by 
U.S. D i s t r i c t Court Judge Jack Roberts. 
The d e c i s i o n on Jan. 9 brought t o a close 
a long-standing s u i t by the Texas Medical 
Assoc i a t i o n and the Texas I n s t i t u t e f o r 
Medical Assessment, which had charged DHFJ 
w i t h promulgating PSRO r e g u l a t i o n s t h a t are 
" a r b i t r a r y , c a p r i c i o u s , ( o r ) an abuse o f 
d i s c r e t i o n " i n not a l l o w i n g s i n g l e - s t a t e 
PSRO area designation f o r Texas. 
'PRESSURES' ON OPSR CITED 
Judge Roberts' r u l i n g i s based on 
evidence t h a t "pressures emanating from 
congressional sources," namely, former Sen. 
Wallace Bennett and Senate Finance Committee 
Health Adviser Jay Constantino, were brought 
t o bear on the O f f i c e of Professional Stan-
dards Review, f o r c i n g the d i r e c t o r t o 
reverse p r e v i o u s l y agreed-upon t e n t a t i v e 
g u i d e l i n e s f o r PSRO area designation, which 
would have allowed Texas t o have i t s own 
s i n g l e - s t a t e PSRO. 
The court came down h e a v i l y on Bennett 
and Constantine f o r having "gotten involved 
i n an unprecedented way i n HEW' adminis-
t r a t i o n o f PSRO and HEW's i n t e r p r e t a t i o n of 
' l e g i s l a t i v e i n t e n t ' regarding PSRO." 
An important p a r t o f the court's r u l i n g 
r e f e r s t o a meeting between the OPSR d i r e c -
t o r and Bennett and Constantine " l a s t i n g 
i n t o the e a r l y morning hours...wherein the-
PSRO area designation matter was thrashed 
out." 
'NO SUCH MEETING' 
Constantine, i n r e b u t t i n g the court's 
f i n d i n g s , t o l d PSRO Update "there was no 
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PSRO program fares well 
under administration's 1977 
'no-frilis7 health budget 
WASHINGTON, D.C.—PSROs fared q u i t e 
w e l l under President Ford's n o - f r i l l s budget 
f o r h e a l t h i n f i s c a l 1977. "Quite w e l l " 
means t h a t they not only won't lose money, 
but they w i l l also have an increase. Many 
f e d e r a l l y funded h e a l t h programs can't 
make t h a t claim. 
The A d m i n i s t r a t i o n has asked f o r $62 
m i l l i o n f o r next f i s c a l year, a jump o f $25 
m i l l i o n from the current l e v e l of funding 
f o r PSRO. The current l e v e l , however, w i l l 
soon r i s e t o the $^7-5 m i l l i o n a l l o t t e d f o r 
the current f i s c a l year because o f l a s t 
month's congressional o v e r r i d e o f Ford's 
veto o f the DHEW and Department of Labor 
budgets (see separate s t o r y ) . 
Because o f the new Medicare amendment 
a l l o w i n g h o s p i t a l review costs t o be p a i d 
through the Medicare t r u s t fund, the PSRO 
program next f i s c a l year (beginning Oct. l ) 
can expect up to $27 m i l l i o n through t h i s 
funding r o u t e . 
So, what w i l l the proposed budget buy? 
DHEW Sec. F. David Mathews said the increase 
would: 
— p r o v i d e i n 1977 f o r the development 
of PSROs i n a l l o f the 203 PSRO areas na-
tio n w i d e . Of these areas, approximately 
120 w i l l a c t u a l l y be performing review o f 
h o s p i t a l admissions i n f i s c a l 1977. 
— p r o v i d e f o r review by PSROs during 
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f i s c a l 1977 of an estimated three m i l l i o n 
admissions of Medicare and Medicaid pa-
t i e n t s , or 27 percent o f t o t a l admissions, 
— s a v e an estimated $150 m i l l i o n 
through reductions i n unnecessary h o s p i t a l 
u t i l i z a t i o n as a r e s u l t o f these PSRO r e -
views . 
'CONFIDENCE' CITED 
Mathews, i n several forums, s i n g l e d 
out the PSRO e f f o r t f o r s p e c i a l a t t e n t i o n , 
t e l l i n g r e p o r t e r s a t a budget b r i e f i n g t h a t 
PSRO i s an example o f the continued com-
mitment of the a d m i n i s t r a t i o n t o improve 
n a t i o n a l h e a l t h care. 
"We are also expanding P r o f e s s i o n a l 
Standards Review Organizations t o help 
physicians ensure a p p r o p r i a t e , but not 
excessive, care," he sai d . "This i s s t i l l 
a program i n which we have a great deal of 
confidence." 
He described PSROs as "a device f o r 
the s c r u t i n y o f h e a l t h care" and sa i d the 
a d m i n i s t r a t i o n "looks forward t o f i l l im-
plementation" o f the e f f o r t . 
The budget documents themselves pledge 
"a high p r i o r i t y t o ev a l u a t i o n of PSROs 
so t h a t the f u r t h e r development o f the PSRO 
system can be guided by experience." • 
Congressional vote gives 
PSRO Program second 'gift' 
of money in two months 
I n o v e r t u r n i n g the p r e s i d e n t i a l veto o f 
the 1976 h e a l t h budget (.among o t h e r s ) , Con-
gress l a s t month gave the PSRO program i t s 
second g i f t o f money i n as many months: 
budget a u t h o r i t y of $^ 7^.5 m i l l i o n . The 
f i r s t was an amendment t o the S o c i a l S e c u r i t y 
law, a l l o w i n g h o s p i t a l review costs t o be 
borne by the Medicare t r u s t fund. 
On Tuesday, Jan, 27, the House voted 
310 t o 113, and the next day, the Senate 
followed w i t h a vote o f 70 t o 2k t o over-
r i d e President Ford's veto of the 1976 bud-
gets o f DHEW and the Department of Labor. 
The unexpected o v e r r i d e was a t t r i b u t e d 
t o the e l e c t i o n looming f o r many members o f 
Congress t h i s year and the pressure o f 
l o b b y i s t s who had time during the Christmas 
break t o argue f o r the many community s o c i a l 
programs t h a t can be funded i n t h i s budget. 
Ford has contended t h a t the $U5 b i l l i o n now 
approved would add a nearl y $ l - b i l l i o n 
d e f i c i t t o the budget t h i s f i s c a l year. 
The PSRO program w i l l now be able t o 
move t o the 1976 budget o f $^+7.5 m i l l i o n , a 
r i s e from the previous year's $37 m i l l i o n . 
Since the budget f o r the current year (FY 
1976) had not been approved u n t i l t h i s 
veto o v e r r i d e , DHEW programs had been sup-
po r t e d under c o n t i n u i n g r e s o l u t i o n s — 
short-term extensions o f the previous year's 
budget. 
The 1976 budget extends, "in e f f e c t , the 
f i s c a l "year" t o 15 months, ending Sept. 30 
t h i s year, t o allow f o r the switch from a 
July-June f i s c a l year t o an October-Septem-
ber f i s c a l year. The $^7.5 m i l l i o n PSRO 
budget i s the f i g u r e f o r 12 months. 
While PSRO program a d m i n i s t r a t o r s 
have not completed d e t a i l s of how the new 
budget w i l l be spent, one expectation i s 
t h a t the " o l d " planning PSROs might be con-
v e r t e d t o c o n d i t i o n a l s before too much more 
delay; some have been ready f o r c o n d i t i o n a l 
designation f o r months, but the Bureau of 
Qu a l i t y Assurance had said i t couldn't 
commit funds f o r more c o n d i t i o n a l s a f t e r 
l a s t J u l y . 
Other speculation centers on the idea 
t h a t the p r e v a i l i n g "go slow" a t t i t u d e on 
s t a r t i n g PSRO review may ease up, t o be 
replaced by encouragement of more h o s p i t a l s 
t o get i n t o the f u l l review of T i t l e 18 
and 19 p a t i e n t s sooner than planned. W i t h i n 
a couple o f weeks, the p r i o r i t i e s on funding 
should be announced by BQA. 
The e a r l i e r f i n a n c i a l boost from Con-
gress t o the PSRO program was the passage 
of Medicare amendments Dec. 19, signed i n t o 
law Jan. 2, which w i l l a l l ow payment of 
h o s p i t a l review costs from the Medicare 
t r u s t fund (PSRO Update, Jan. 1976) . That 
means t h a t , s t a r t i n g w i t h FY 77 (Oct. 1976) , 
an a d d i t i o n a l $27 m i l l i o n can be o b l i g a t e d 
from the Medicare t r u s t fund and from Medi-
ca i d t o pay-for t h e a c t u a l costs o f review " 
under the PSRO program. • 
Texas medical organizations 
win case; designation of 
PSRO areas ruled unlawful 
(Continued from pg. l ) 
such meeting." Furthermore, he sai d , d i s -
cussions t h a t took place between h i m s e l f , 
Bennett and OPSR covered a broad range o f 
issues, i n which "our s t r e s s was on l e g i s -
l a t i v e i n t e n t as(was) expressed by Sen. 
Bennett, who introduced the PSRO b i l l , the 
committee r e p o r t on the b i l l , the manager 
of the b i l l and the conference r e p o r t . " He 
sai d the court seemed t o ignore clear l e g i s -
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l a t i v e i n t e n t , which was t o have m u l t i p l e 
PSRO areas except i n small and sparsely 
s e t t l e d s t a t e s . 
I n a d d i t i o n , Constantine s a i d , " I t was 
not a question o f designating an organiza-
t i o n (the Texas I n s t i t u t e f o r Medical 
Assessment, a c r e a t i o n of the Texas Medical 
A s s o c i a t i o n ) , but o f designation o f areas." 
Judge Roberts also p o i n t e d out t h a t 
even "when the post-enactment views o f 
Sen. Bennett and Mr. Constantine are excised 
from HEW co n s i d e r a t i o n , as they must be, 
n e i t h e r the PSRO s t a t u t e i t s e l f nor i t s 
l e g i t i m a t e l e g i s l a t i v e h i s t o r y can be sound-
l y s a i d t o mandate d i v i s i o n o f Texas i n t o 
m u l t i p l e PSROs" and t h a t "what remains does 
not r e f l e c t a l e g i s l a t i v e i n t e n t e i t h e r f o r 
or against s e t t i n g any maximum nimaber o f 
doctors f o r a PSRO area." 
The court a c t i o n enjoins the Secretary 
of DHEW "from proceeding i n any manner or t o 
any extent w i t h implementation o f PSRO-area 
designation i n the State of Texas," and i t 
c a l l s on the Secretary t o "perform anew 
hi s s t a t u t o r y f u n c t i o n s o f appropriate PSRO-
area designations f o r the s t a t e . " 
NEW LAW COMES INTO PLAY 
Whatever a c t i o n DHEW w i l l now take may 
be tempered by the r e c e n t l y enacted Medi-
care amendments signed i n t o law (P.L. 9 ^ - l 8 2 ) 
on Dec. 3 1 , 1975. Section 105 allows p h y s i -
cians i n states w i t h two or more PSRO areas 
where no c o n d i t i o n a l PSRO has been designated 
t o decide whether they want a l o c a l or a 
statewide PSRO. Under the law, the Secretary 
of DHEW must undertake a c o n f i d e n t i a l p o l l 
of physicians t o detemnine t h e i r preference. 
The p o l l i n g i s t o be done area-by-area, 
and any one o f the areas has the power t o 
r e j e c t the s i n g l e , statewide PSRO. 
According t o Daniel Nickelson, deputy 
d i r e c t o r , d i v i s i o n o f program ope r a t i o n s . 
Bureau of Q u a l i t y Assurance, s i x s t a t e s are 
t o be p o l l e d — Texas, Louisiana, Arizona, 
Indiana, V i r g i n i a and North Carolina — one 
at a ti m e , s t a r t i n g w i t h those states t h a t 
have planning PSROs nearest t o being con-
v e r t e d t o c o n d i t i o n a l s t a t u s . Thus, he 
sa i d , the f i r s t two are V i r g i n i a and Indiana. 
MAY BE LAST POLLED 
Under t h i s schedule f o r p o l l i n g , Texas 
may be the l a s t s t a t e t o be p o l l e d , since i t 
does not have any PSRO plans under way. The 
size o f Texas also precludes an e a r l y p o l l -
i n g , since i t w i l l take longer t o prepare a 
r o s t e r o f physicians f o r the s t a t e . 
Nickelson p o i n t e d out t h a t the Texas 
court d e c i s i o n doesn't say t h a t the s t a t e 
should go statewide. Conceivably, a pocket 
o f physicians could vote against a statewide 
arrangement, throwing the whole matter back 
t o DHEW, which could redesignate the same 
nine areas now i n dispute. • 
Mental-health, alcoholism, 
drug-abuse organizations 
learn how PSRO affects them 
While PSRO and u t i l i z a t i o n - r e v i e w p r o -
grams c u r r e n t l y i n v o l v e p r i m a r i l y s h o r t - s t a y 
g e n e r a l - h o s p i t a l care, consxomers and p r o v i d -
ers o f mental-health services are gearing 
up t o take an a c t i v e r o l e i n a system t h a t 
w i l l e v e n t u a l l y i n v o l v e them as w e l l . 
The N a t i o n al A s s o c i a t i o n o f State Men-
t a l Health Program D i r e c t o r s (NASMHPD) i s 
conducting a series of f i v e r e g i o n a l work-
shops f o r r e p r e s e n t a t i v e s of more than 2 0 
organizations concerned w i t h mental-health, 
alcoholism and drug-abuse services. 
The workshops are designed t o teach how 
a PSRO works; how t o evaluate methods f o r 
p a r t i c i p a t i o n i n PSROs by physicians and 
nonphysicians t r e a t i n g mental i l l n e s s , a l -
coholism and drug abuse; how PSRO programs 
w i l l a f f e c t the care given and how mental-
h e a l t h providers and consumers can make PSROs 
s e n s i t i v e t o t h e i r s p e c i a l needs. 
CONCERN CONVEYED 
Anne Drissel-Duncan, p r o j e c t d i r e c t o r 
f o r the NASMHPD workshops, said the idea 
orginated a year ago when o f f i c i a l s of{DHEW 
invo l v e d i n the quality-assurance program 
met w i t h a l i a i s o n group o f mental-health 
o f f i c i a l s and found many o f them "deeply con-
cerned t h a t DHEW was not f u l l y aware of the 
unique problems of ev a l u a t i n g the d e l i v e r y 
of mental-health services. 
"PSRO i s s t r u c t u r e d on the p h y s i c a l -
medicine model and i s o r i e n t e d t o the p h y s i -
cians as the primary providers o f h e a l t h 
care. But i n the areas we represent, p h y s i -
cians do not dominate care. Lay people are 
involved as w e l l . " 
Feelers put out by NASMHPD showed there 
was also "extensive m i s i n f o r m a t i o n " among 
mental-health, alcoholism and drug-abuse 
workers about PSROs, along w i t h a desire t o 
have "some say about our d e s t i n y . " 
The workshops, w i t h 30 percent of the 
estimated $ 2 5 0 , 0 0 0 p r i c e tag borne by DHEW, 
the N a t i o n a l I n s t i t u t e o f Alcohol and Alco-
holism, the N a t i o n a l I n s t i t u t e f o r Drug 
Abuse and the N a t i o n a l I n s t i t u t e o f Mental 
Health, began t h i s f a l l i n Chicago (Oct. 
2 8-29) and Denver (Dec. 8 - 9 ) . Others were 
hel d i n A t l a n t a (Jan. 1 3 - 1 ^ ) , San Francisco 
(Feb. 3 - ^ ) . The f i n a l workshop w i l l be i n 
Boston, March 2-3. 
Cosponsoring organizations w i t h the 
PSRO Update/Feb. 1976/ ^ 
NASMHPD are the Council of State and T e r r i -
t o r i a l Alcoholism A u t h o r i t i e s and the Na-
t i o n a l A s s o c i a t i o n of State Drug Abuse Co-
o r d i n a t o r s , along w i t h 21 other n a t i o n a l 
groups i n v o l v e d i n mental-health and drug 
programs. 
NASMHPD i s p r o v i d i n g s t a f f , f a c i l i t i e s 
and a d m i n i s t r a t i v e sunnort services t o con-
duct the seminars and b r i n g i n expert con-
s u l t a n t s t o develop the agenda and con-
duct the a c t u a l programs. 
Seventy percent of the costs of the 
p r o j e c t , i n c l u d i n g t r a v e l and subsistence 
f o r the seminar p a r t i c i p a n t s , are borne 
by the p a r t i c i p a n t s or t h e i r employers. 
While NASMHPD has primary r e s p o n s i b i l i t y 
f o r the workshops, the s t a f f i s i n constant 
c o n s u l t a t i o n w i t h the other sponsoring 
groups, according t o Drissel-Duncan. 
$1 BILLION SPENT 
The Washington-based o r g a n i z a t i o n e s t i -
mates t h a t the f e d e r a l government pays more 
than $1 b i l l i o n a year f o r the care of men-
t a l l y i l l , a l c o h o l i c and drug-dependent per-
sons, w i t h a siza b l e chunk of t h i s money 
spent by Medicare, Medicaid and Maternal 
and C h i l d Health programs. 
Despite t h i s huge o u t l a y , however, very 
few e f f o r t s have been focused on the systems 
used t o d e l i v e r care t o emotionally d i s -
turbed people, NASMHPD be l i e v e s . 
" I f the f e d e r a l government t r u l y seeks 
t o assure t h a t h e a l t h care paid f o r (by 
government d o l l a r s ) i s medically necessary 
and consistent w i t h p r o f e s s i o n a l l y recog-
nized standards of care, then the h e a l t h 
care o f a l c o h o l i c s , drug abusers and the 
mentally i l l cannot be ignored," according 
t o the NASMHPD workshop proposal. 
The goals of the workshops, D r i s s e l -
Duncan s a i d , i s t o examine both p o s i t i v e 
and negative aspects of eventual PSRO i n -
volvement. P a r t i c i p a t i o n can mean improved 
care. I t can also mean, she s a i d , a p p l i c a -
t i o n of in a p p r o p r i a t e c r i t e r i a f o r evalua-
t i o n . And f e d e r a l agencies responsible f o r 
PSRO management must be aware of the mental-
h e a l t h community's problems, she explained. 
At the conclusion of the f i v e workshops, 
NASMHPD plans t o issue a r e p o r t o u t l i n i n g 
r e s u l t s o f the dialogue and problems t h a t 
need f u r t h e r work. 
In f o r m a t i o n about PSRO, and t e c h n i c a l 
assistance f o r other PSRO-program p r o j e c t s , 
i s a v a i l a b l e t o the p u b l i c through the 
group's headquarters at 1001 T h i r d St. 
S.W., Suite I l k , Washington, D.C. 2002b. 
L e t t e r s should be addressed t o Ms. D r i s s e l -
Duncan, PSRO workshop d i r e c t o r . Or. c a l l 
2 0 2 - 6 3 8-blbl or 2383. • 
Northeast conference examines 
cost control vs. quality issue, 
federal flexibility on PSRO's 
Should PSROs focus on cost c o n t r o l , 
q u a l i t y assurance, or both? Can the feder-
a l government be more f l e x i b l e i n i t s deal-
ings w i t h PSRO physicians and s t a f f ? 
These questions, which o f t e n generate 
endless discussion but l i t t l e consensus, 
hel d center stage at the Northeast Conference 
of PSROs i n Boston Jan. l b . The conference 
provided another forum f o r about a dozen 
experts, but produced no consensus during 
i t s daylong symposium e n t i t l e d , " P l u r a l i s m : 
Medicine and Government." 
COST OR QUALITY? 
Paul J. Sanazaro, M.D. of San Francis-
co, d i r e c t o r o f the P r i v a t e I n i t i a t i v e i n 
PSRO p r o j e c t , warned t h a t no one i s going 
t o c o n t r o l medical costs. PSROs, he s a i d , 
should stay away from cost c o n t r o l and 
u t i l i z a t i o n c o n t r o l , and focus on q u a l i t y 
assurance by decreasing h o s p i t a l stays and 
improving p a t i e n t care and recovery. 
I f PSROs don't get away from the n o t i o n 
t h a t they can c o n t r o l costs and u t i l i z a t i o n , 
he argued, t h e y ' l l be saddled w i t h the 
r e s p o n s i b i l i t y f o r f a i l u r e when Congress 
comes t o look at the program and t o demand 
an accounting. 
Sanazaro s a i d also t h a t h o s p i t a l review 
ought t o include nonfederal p a t i e n t s , or 
the PSRO might become too much a pa r t of 
the f e d e r a l r e g u l a t o r y - f i s c a l intermediary 
system. 
Another speaker who stressed q u a l i t y 
c o n t r o l was former Sen. Wallace F, Bennett 
of Utah, (the " f a t h e r " o f the PSRO l a w ) , 
who noted t h a t q u a l i t y and cost are i n t e r -
dependent. " Q u a l i t y c o n t r o l and cost con-
t r o l can not only survive t o g e t h e r , but 
they also supplement each other; but q u a l i t y 
c o n t r o l i s more important," he t o l d the 
group i n h i s luncheon address. 
"...While q u a l i t y c o n t r o l may be the 
more important of the two, runaway costs 
are the most obvious," Bennett s a i d , "and 
i t was these t h a t t r i g g e r e d the search f o r 
what became PSRO i n 1972." 
The president of the Commonwealth 
I n s t i t u t e o f Medicine (Massachusetts), 
H. Thomas B a l l a n t i n e , J r . , M.D., said the 
focus should be on cost e f f e c t i v e n e s s , not 
cost c o n t r o l . PSROs can prevent govern-
ment r e g u l a t i o n of medical p r a c t i c e by 
increa s i n g the e f f e c t i v e n e s s of the present 
system through c u t t i n g back excessive 
stays and unnecessary h o s p i t a l i z a t i o n s and 
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by peer review, he sa i d . 
Harry C. Kuykendall, M.D., president o f 
the Northeastern V i r g i n i a Foundation f o r 
Medical Care, saw PSROs as the v e h i c l e t o 
get physicians back i n c o n t r o l o f h o s p i t a l s 
and medical p r a c t i c e . Congress, he s a i d , 
wanted t o c o n t r o l cost by c o n t r o l l i n g prac-
t i c e s . Doctors must r e s i s t t h a t c o n t r o l 
by i n s i s t i n g on the freedom t o be t h e i r 
"own determiners," he sa i d . 
Physicians w i l l have the f i n a l say 
about d e l i v e r i n g care, asserted Robert B. 
Hunter, M.D., of Washington s t a t e , a member 
of t he N a t i o n a l PSR Council. 
IMPLEMBDJ^ING THE PROGRAM 
As t o the implementation o f the PSRO 
program. Dr. Sanazaro o f f e r e d two comments 
as an o r a l p o s t s c r i p t t o h i s a r t i c l e i n the 
New England Tournal o f Medicine (Nov. 13, 
19T5) , i n which he c r i t i c i z e s the govern-
ment's handling o f the program. "Your 
t r o u b l e s , " he t o l d the PSRO s t a f f and doctors, 
"are not t o be blamed on any one person i n 
a government agency." But, he noted, "Much 
of what's been happening on the government's 
side o f the fence i s d i r e c t l y r e l a t e d t o the 
vacuum on your side o f the fence." 
He suggested t h a t the cur r e n t problems 
w i t h launching the PSRO program may be pro-
t r a c t e d b i r t h pains, but t h a t nonetheless, 
t h i s "backing and f i l l i n g " i s a waste o f 
time and e f f o r t t h a t may have, as i t s most 
serious consequence, the p l a c i n g o f PSROs 
i n t o a dependency r o l e . "You are put i n t o 
a p o s i t i o n where you have t o respond r a t h e r 
than create," he said. He s a i d he bel i e v e s 
t h a t "the key t o PSRO success i s l o c a l v i -
t a l i t y , " and hence, the dependency r o l e may 
be d r a i n i n g PSROs of t h e i r v i g o r . 
He suggested t h a t p r i v a t e l y supported 
PSROs might be the " s a l v a t i o n " of the 
PSRO concept, and t h a t the f e d e r a l govern-
ment could probably accept such a develop-
ment, provided t h a t : one, the p r i v a t e PSRO 
get thoroughly i n t o review, and two, t h a t 
the s t a f f c a r e f u l l y avoid any c o n f l i c t o f 
i n t e r e s t . 
He p r e d i c t e d t h a t the current system o f 
using p h y s i c i a n advisers and review coordin-
ators w i l l become outmoded. "There i s 
evidence t h a t you can get the same r e s u l t s 
w i t h less overhead, expense, time and e f -
f o r t , " he s a i d . He di d n ' t elaborate on 
the evidence, but explained t h a t the i n d i c a -
t i o n s f o r admission w i l l become so r o u t i n e 
as t o be e a s i l y monitored by less expensive 
personnel than physician advisers and review 
c o o r d i n a t o r s . 
The only r e p r e s e n t a t i v e o f the Bureau 
of Q u a l i t y Assurance at the symposium was 
Daniel Nickelson, a c t i n g deputy d i r e c t o r . 
d i v i s i o n o f program operations. He agreed 
w i t h some o f the c r i t i c i s m s o f the program, 
but s a i d the government i s t r y i n g t o be as 
f l e x i b l e as i t can, given i t s r e s p o n s i b i l i t y 
to be accountable f o r the p u b l i c ' s money. 
Re f e r r i n g t o some o f the e a r l y problems 
i n the PSRO program, Bennett s a i d , "There 
was some u n c e r t a i n t y at the outset as t o 
whether the S o c i a l S e c u r i t y A d m i n i s t r a t i o n 
or the h e a l t h arm o f the DHEW should admin-
i s t e r the program. U n f o r t u n a t e l y , t h i s 
s t r u g g l e w i t h i n the Department adversely 
a f f e c t e d the program, because i t slowed 
implementation g r e a t l y and, at i t s worst, 
has r e s u l t e d i n mixed signals being t r a n s -
m i t t e d t o physicians and others working i n 
developing PSROs. At t h i s p o i n t , he s a i d , 
" f o r b e t t e r or worse, the s t r u g g l e seems 
s e t t l e d . The h e a l t h side o f the Department 
has taken the lead i n implementing the 
program and S o c i a l S e c u r i t y i s supporting 
them i n t h i s e f f o r t . " 
On another note, PSRO members were 
urged t o become a c t i v e i n the new h e a l t h -
service agencies being set up under the 
Na t i o n a l Health Planning and Resource Devel-
opment Act (P.L. 93-6^41). These HSAs, s a i d 
Raymond J. Saloom, D.O., o f Pennsylvania, a 
member of the Na t i o n a l PSR Council, should 
depend on PSROs t o do q u a l i t y reviews and 
t o develop q u a l i t y - o f - c a r e g u i d e l i n e s . • 
Liability insurance extending 
$1-million coverage to be 
available to all conditionals 
PSRO l i a b i l i t y insurance f o r aggregate 
coverage up t o $1 m i l l i o n has been obtained 
by the American A s s o c i a t i o n o f PSROs, w i t h 
a c e r t i f i c a t e of coverage from the Lexing-
ton Insurance Co. o f Boston, s t a r t i n g Jan. 
1. 
Steven Epstein, counsel f o r the AAPSRO, 
sai d he hoped t h a t by mid-February, the 
p o l i c y would be completed t o give coverage 
up t o $1 m i l l i o n f o r each c o n d i t i o n a l PSRO 
t h a t chooses t o take the p o l i c y . Very few 
PSROs i n d i v i d u a l l y have been able t o get 
l i a b i l i t y insurance. 
For each PSRO the p o l i c y w i l l have a 
deduct i b l e of $2,500. The annual premium 
w i l l be $1,500. 
Public annoimcement of the successful 
search f o r an insurance c a r r i e r was made at 
the Jan. 12-13 meeting o f the N a t i o n a l PSR 
Council. 
Epstein s a i d he would s t i l l welcome 
l e g i s l a t i o n extending l e g a l p r o t e c t i o n t o 
PSROs and i n d i v i d u a l s c a r r y i n g out t h e i r 
work beyond the "due care" p r o t e c t i o n w r i t -
ten i n t o the law. • 
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Threatened July cutoff 
spurs support centers' 
search for wide backing 
Bolstered somewhat hy the prospects 
of more f e d e r a l budget money f o r PSROs, the 
13 s t a t e support centers, which are due t o 
lose t h e i r f e d e r a l funding i n J u l y , are 
t a k i n g t h e i r case t o every quarter t h a t 
might have c l o u t w i t h A d m i n i s t r a t i o n pro-
gram planners, most notably the American 
Medical A s s o c i a t i o n and the American Associ-
a t i o n o f PSROs. 
APPEAL TO COUNCIL 
The most d i r e c t appeal, however, went 
t o the N a t i o n a l PSR Council i n a l e t t e r and 
supporting m a t e r i a l from Joseph W. Marin, 
d i r e c t o r o f the Connecticut support center, 
who acted as spokesman f o r the group. At 
the January meeting o f the Council, the 
issue was mentioned by Michael J. Goran, 
M.D., d i r e c t o r o f the Bureau o f Q u a l i t y 
Assurance, who s a i d , "We're examining the 
impact of our cur r e n t p o l i c y and w i l l r e p o r t 
t o the next meeting ( i n March)." 
Most support centers were created by 
st a t e medical s o c i e t i e s , which set up 
foundations or separate corporate i n s t i t u t e s 
t o a s s i s t new PSROs i n multiple-PSRO s t a t e s . 
Marin, i n h i s l e t t e r t o the chairman 
of the N a t i o n a l PSR Council s a i d , "The 
p o l i c y o f d i s c o n t i n u a t i o n came as no sur-
p r i s e t o the support centers. I t has been 
evident from the beginning t h a t they had 
been seen by BQA as a concession t o organ-
i z e d m e d i c i n e — t o be t o l e r a t e d but c e r t a i n l y 
not encouraged. F u r t h e r , the two most 
n a t u r a l e v o l u t i o n a r y paths a support center 
could take i n development o f the PSRO pro-
gram have been or w i l l be blocked. These 
two paths are t o act as the nucleus o f a 
statewide data system and t o be vigorous 
i n developing and c o o r d i n a t i n g the statewide 
PSR Councils." 
The p o s i t i o n o f BQA has been t h a t the 
support centers, i n most cases, have pro-
vided a u s e f u l service i n h e l p i n g launch 
PSROs, but t h a t now t h a t the program has 
developed t h i s f a r , the support centers 
ought t o depend f o r t h e i r continued e x i s -
tence on subcontracts from the c o n d i t i o n a l 
PSROs . • 
Candidates being sought 
for membership on 
National PSR Council 
Suggestions are being sought from 
n a t i o n a l medical and h e a l t h groups f o r ap-
pointees t o the 11-member National PSR 
Council f o r three-year terms beginning 
J u l y 1. 
Since members' terms are not staggered, 
c o n t i n u i t y from t h e present Council i s not 
assured unless some current members are 
reappointed. W i l l i a m Coughlin, s t a f f a s sis-
t a n t t o the Council, s a i d t h a t i t has not 
been decided how many members w i l l be r e -
appointed. 
Appointment a u t h o r i t y i s h e l d by the 
Secretary of DHEW, F. David Mathews, who 
may e i t h e r delegate h i s a u t h o r i t y or r e t a i n 
i t . I n the most recent PSRO example o f h i s 
i n t e r e s t i n appointments, he has chosen t o 
r e t a i n h i s power o f appointment t o the 
statewide PSR councils r a t h e r than have 
A s s i s t a n t Secretary f o r Health Theodore 
Cooper, M.D., or the r e g i o n a l h e a l t h admin-
i s t r a t o r s do the choosing. 
REVIEW EXPERIENCE NEEDED 
The law s p e c i f i c a l l y excludes people 
who are not M.D.s or D.O.s from being mem-
bers of the N a t i o n a l Council. Coughlin s a i d 
t h a t one o f the prime c r i t e r i a i s f o r the 
members t o be experienced i n the a p p r a i s a l 
and review o f medical p r a c t i c e . He expected 
t o have a l i s t of poss i b l e appointees f o r 
Cooper t o forward t o Mathews by the end o f 
February. 
The Council i s gene r a l l y thought t o 
command more respect i n Washington than some 
other advisory committees, l a r g e l y because 
of the p r o f e s s i o n a l c a l i b e r o f i t s members, 
"There's a l o t more desire w i t h i n t h i s 
program t o use the Council as an asset," 
Coughlin s a i d . 
He c r e d i t e d the Council w i t h p r o v i d i n g 
valuable d i r e c t i o n f o r the program. Point-r-
i n g out t h a t most Council members are 
p r a c t i t i o n e r s and have a wide v a r i e t y o f 
backgro-unds, Coughlin s a i d , they have "a 
dimension o f p r a c t i c a l experience out there 
t h a t r e a l l y doesn't e x i s t i n bureaucracies." 
FEEDBACK HELPS 
Because o f t h i s " r e a l - l i f e feedback" 
provided by Coiincil members, Coughlin s a i d , 
much o f PSRO p o l i c y i s more r e a l i s t i c than 
i t would otherwise be, and b e t t e r received 
i n the f i e l d . 
Under the law, the N a t i o n a l PSR Council 
i s charged, among other d u t i e s , w i t h review-
in g the operations o f statewide PSR Councils 
and PSROs w i t h a view t o determining t h e i r 
e f f e c t i v e n e s s and comparative performance, 
and conducting studies and i n v e s t i g a t i o n s 
f o r use i n developing ways t o improve the 
program and recommending these t o the Sec-
r e t a r y and t o Congress. 
Current Council members are: Clement 
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R. Brown, M.D.; Ruth M. C o v e l l , M.D.; 
M e r l i n K. Duval, M.D.; Robert J. Haggerty, 
M.D.; Donald C. Har r i n g t o n , M.D.; Cornelius 
L. Hopper, M.D.; Alan R. Nelson, M.D.; 
Raymond J. Saloom, D.O.; Ernest W. Saward, 
M.D. (chairman); and W i l l a r d C. Sc r i v n e r , 
M.D.B 
Dentists push amendment 
to be Included in PSROs; 
prospect for change is dim 
I f d e n t i s t s have t h e i r way, t h e y ' l l get 
an amendment t o the PSRO law t o put members 
of t h e i r p r o f e s s i o n i n t o PSROs at a l l 
l e v e l s — l o c a l PSRO organizations, statewide 
councils and the N a t i o n a l PSR Council. 
However, sources i n Washington i n d i c a t e 
t h a t prospects f o r such a change i n the law 
are poor. 
LEGISLATION FILED 
D e n t i s t s , according t o American Dental 
A s s o c i a t i o n spokesman Leonard Wheat, hope 
t o see some a c t i o n i n the next few months 
on an amendment t o include d e n t i s t s i n PSRO. 
One such proposal has been introduced by 
Sen. C l i f f o r d P. Hansen (R-Wyo.). 
"Many people had f e l t t h a t an amend-
ment would be p a r t o f n a t i o n a l h e a l t h i n -
surance," Wheat s a i d ; however, "now t h a t 
n a t i o n a l h e a l t h insurance has been put on 
the back burner," i t ' s time f o r an amend-
ment t o be s e r i o u s l y considered, he sa i d . 
The guasi-moratorium on PSRO amendments has 
guided Congress and the A d m i n i s t r a t i o n from 
the beginning. Wheat i n d i c a t e d . 
O r i g i n a l l y , Sen. Wallace Bennett had 
wanted t o avoid d i l u t i n g the impact o f the 
b i l l ; i t was f e l t t h a t t h a t might have 
happened i f the l e g i s l a t i o n had been opened 
up t o amendments. Since the passage o f the 
law, the Congress and DHEW have been r e l u c -
t a n t t o amend the law t o allow more p a r t i c -
ipants , f e a r i n g t h a t the program would not 
have a chance t o get thoroughly under way. 
As i t stands, s a i d Jay Constantine, 
c h i e f o f the h e a l t h s t a f f o f the Senate 
Finance Committee, "The law i s c l e a r i n r e -
gard t o d e n t i s t s : PSROs are t o arrange f o r 
review o f dent a l care by d e n t i s t s . Beyond 
that,"he s a i d , "dental care i s nominal i n 
Medicare and of v a r y i n g amounts i n Medicaid. 
M.D.s and D.O.s handle the overwhelming 
b u l k o f h o s p i t a l care under Medicare and 
Medicaid," he sai d . 
ADMISSIONS CITED 
The ADA i n s i s t s , however, t h a t w i t h 
more than one m i l l i o n h o s p i t a l admissions 
a year f o r dental care, and many more than 
t h a t f o r d e n t a l - r e l a t e d problems, d e n t i s t s 
ought t o be f o r m a l l y brought i n t o PSROs. 
Although by law, PSRO review does not have 
t o i n clude nonfederal-paid p a t i e n t s , the 
t r e n d i s toward review o f a l l h o s p i t a l ad-
missions . 
"The best hope," s a i d ADA's Wheat, i s 
t o t e s t i f y before Sen. Herman E. Talmadge's 
h e a l t h subcommittee of t h e Finance Committee 
at hearings on a b i l l the senator expects 
t o have i n the hopper by mid-month. How-
ever, t h a t b i l l , Constantine s a i d , w i l l not 
contain amendments t o enlarge the coverage 
of PSROs. " I t ' s an a d m i n i s t r a t i o n - and 
reimbursement-reform proposal" t h a t w i l l 
c a l l f o r a major r e o r g a n i z a t i o n i n the ad-
m i n i s t r a t i o n of health-care f i n a n c i n g . 
CRITERIA STUDIES 
Den t i s t s also want t o be inv o l v e d i n 
developing c r i t e r i a and standards f o r den-
t a l care, s a i d Wheat. To some extent t h i s 
involvement i s already happening, f o r the 
American Society of Oral Surgeons has a 
subcontract from the American Medical As-
s o c i a t i o n t o develop screening c r i t e r i a f o r 
d e n t a l - r e l a t e d diagnoses. 
Out o f about 100,000 p r a c t i c i n g den-
t i s t s , approximately 3,000 are o r a l sur-
geons, and some 85 t o 90 percent o f t h a t 
group have h o s p i t a l - a d m i t t i n g p r i v i l e g e s , 
according t o George Moore, a s s i s t a n t d i r e c -
t o r of the Society of Oral Surgeons. I t i s 
i n t h i s area o f d e n t i s t r y t h a t PSRO review 
touches most c l o s e l y , f o r h.Q percent of 
the h o s p i t a l admissions i n a Pro f e s s i o n a l 
A c t i v i t y Study survey were f o r o r a l surgery, 
according t o Moore. Often o r a l surgeons 
serve on h o s p i t a l review committees. • 
New federal strategy 
needed to give PSRO 
program necessary thrust 
(Continued from pg. 8) 
ous other f a c t o r s . Despite the s t r e n g t h 
of such o p p o s i t i o n , however, i t may soon be 
ove r r u l e d by another perspective t h a t i s 
r a p i d l y g a i n i n g momentum: the r e a l i z a t i o n 
t h a t a much more serious attempt must be 
made t o a l l o c a t e our l i m i t e d resources more 
r a t i o n a l l y . Acceptance o f t h i s f a c t i s 
the key t o developing more e f f e c t i v e mechan-
isms f o r c o n t a i n i n g costs and m a i n t a i n i n g 
q u a l i t y i n our h e a l t h - d e l i v e r y system. • 
Cynthia H. T a f t 
Research Associate, Health P o l i c y 
and Planning 
Boston U n i v e r s i t y Medical Center 
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OPINION 
New federal strategy 
needed to give PSRO 
program necessary thrust 
I n the f o l l o w i n g a r t i c l e , the author, 
Cynthia H. T a f t , has e x t r a c t e d one o f the 
major p o i n t s from a paper she prepared w i t h 
Sol Levine, professor of sociology, Boston 
U n i v e r s i t y , f o r a conference on q u a l i t y 
assurance i n h o s p i t a l s h e l d l a s t November 
at Boston U n i v e r s i t y . 
The PSRO program o f f e r s a good i l l u s -
t r a t i o n of two problems t h a t seem t o under-
l i e almost every f e d e r a l attempt t o i n t e r -
vene i n the health-care system. F i r s t , the 
government's basic s t r a t e g y i n PSRO has been 
t o s t a t e the o v e r a l l goals f o r the program 
and then t o delegate t o physicians the j o b 
of f u l f i l l i n g those goals. The problem w i t h 
t h i s approach i s t h a t i t s e f f e c t i v e n e s s 
depends on a consensus about goals, and t h a t 
consensus simply doesn't e x i s t . Although 
the program was c l e a r l y designed on C a p i t o l 
H i l l as a way o f ensuring more e f f e c t i v e 
cost c o n t r o l s i n f e d e r a l l y financed h e a l t h 
programs, " q u a l i t y assurance" has been the 
key phrase the government has r e l i e d on t o 
r a l l y p h y s i c i a n support and get the program 
moving. Very l i t t l e attempt has been made 
t o c l a r i f y how the cost goals and q u a l i t y 
goals are t o be r e c o n c i l e d i n c a r r y i n g out 
the mandated review a c t i v i t i e s . 
Lack o f understanding and agreement on 
the o v e r a l l goals causes the second weakness 
i n f e d e r a l s t r a t e g y : the l a c k of a s p e c i f i c , 
o p e r a t i o n a l plan f o r achieving the program's 
o b j e c t i v e s . Because policymakers b e l i e v e 
t h a t s u f f i c i e n t consensus p r e v a i l s among 
the major sectors of the system t o ensure 
compliance w i t h s t a t e d h e a l t h goals, they 
tend t o avoid the d i f f i c u l t task o f dev i s i n g 
o p e r a t i o n a l steps f o r the program. Instead, 
they r e l y on t h a t consensus t o promote the , 
pu b l i c "good," when i n f a c t t h i s i s only 
one o f many goals t h a t may be pursued by 
i n d i v i d u a l s and i n s t i t u t i o n s i n the h e a l t h 
system. Career advancement and i n s t i t u t i o n a l 
s u r v i v a l are also key operative goals, and 
i n some cases c o n f l i c t w i t h the l a r g e r needs 
of the system. 
NO EVALUATION INCENTIVE 
• Physicians probably w i l l not be respon-
si v e t o the fundamental p o l i c y o b j e c t i v e of 
cost-containment, f o r many o f them see con-
tainment as i n t e r f e r i n g w i t h t h e i r freedom 
t o do f o r t h e i r p a t i e n t s whatever they t h i n k 
i s needed. This perception makes i t very 
l i k e l y t h a t the c r i t e r i a they use f o r r e -
viewing services w i l l be based on what i s 
"usual and customary p r a c t i c e , " There are 
simply no i n c e n t i v e s i n the current law 
chat s t i m u l a t e the k i n d of c r i t i c a l evalua-
t i o n o f e x i s t i n g p r a c t i c e s t h a t might lead 
t o cost-containment, 
What i s needed i n the PSRO program and 
i n f e d e r a l h e a l t h p o l i c i e s g e n e r a l l y , i s 
a new model f o r policymaking. Instead o f 
r e l y i n g on consensus t o f u l f i l l program 
goals, governmental p o l i c i e s should be 
d i r e c t e d at the o p e r a t i o n a l goals o f each 
u n i t i n the system. The present PSRO pro-
gram does not provide s u f f i c i e n t inducement 
f o r physicians t o spend the time necessary 
f o r serious cost and q u a l i t y assessment, 
p a r t i c u l a r l y since i t i s time away from 
more remunerative a c t i v i t i e s . 
The s t r e n g t h o f these m a t e r i a l motives 
must be acknowledged by b u i l d i n g i n t o 
f e d e r a l p o l i c i e s the k i n d of f i n a n c i a l i n -
centives t h a t w i l l ensure the needed c r i t i -
c a l e v a l u a t i o n of medical p r a c t i c e . 
THE FIXED-BUDGET APPROACH 
One way these i n c e n t i v e s can be b u i l t 
i n t o p o l i c i e s i s through the fixed-budget 
approach. Instead of merely requesting 
t h a t providers review services under the 
PSRO program, the government could estab-
l i s h reimbursement c e i l i n g s f o r Medicare 
and Medicaid services i n each area, t o 
hold f e d e r a l spending t o the t o t a l amount 
spent i n t h a t area the previous year f o r 
physician and h o s p i t a l services. I n t h i s 
way, both physicians and h o s p i t a l adminis-
t r a t o r s would have a strong i n c e n t i v e t o 
devise ways of p r o v i d i n g services as 
e f f i c i e n t l y as pos s i b l e . The q u a l i t y bias 
inherent i n p h y s i c i a n - d i r e c t e d peer review 
would serve as a check on pos s i b l e under-
s e r v i c i n g or other abuses t h a t f i n a n c i a l 
i n c e n t i v e s might produce. 
ACCEPTANCE THE KEY 
There are obviously many complex and 
d i f f i c u l t arrangements t h a t would have t o 
be worked out i n order t o implement t h i s 
s t r a t e g y , And u n t i l now every proposal 
made f o r b u i l d i n g f i n a n c i a l i n c e n t i v e s i n t o 
f e d e r a l h e a l t h p o l i c i e s has been success-
f u l l y blocked by t h i s complexity and numer-
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